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MEMORANDUM FOR: Mr. Howard L. Worthington
Deputy ZAssistant Secretary for
frade and Investment Policy
Department ol the Treasury

Pransaittal of CIN 2Arnalysis of World
Denarnd for US Sovtcan ani Meal, 1974/75

SUBJSECT

r - -

1. In response to a requast by vour cffice to ~ - =
25X1A%9a we are transmitting a study on the
; world La—and for uS Sovieans and !Mecal in the current
‘ marxeting year lz74/73. Th2 analiysis is aized at
i - determining whether or rnot US surcplies oI soybeans are

adequate to meet both domestic and foreign demand as
projected by USDA.

! 2. This is our first attempt at analyzing the

{ cozmplex oilsecc market. Therefore, we wculd aprreciate
i xnowing whether thamsStudy meets your needs and how it
i
t
1
|
]

can be improved.

3. Because of the porsihle interest of other
governzental ccmponents in this subject, this office
may send copies of the attached parer to other interested

. ~ .
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officials.
4. Please let us know if we can be of any further
assistance on this subject. Queries concerning the attached
i paper should be directed to I coic 143, 25X1A9a
exten‘,ioa 5868. )
25X1A9a
Chief i
- Industrial Nations Division
. Office of Econonmic Research
1 .
Attachnent:
As stated
. [ ’ \ - >
o Ol bel Ul ~ _
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HortD DematD ForR US SoYBEANS AND
MeaL, 1974/75
S-6737 )
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ViorLp Deranp For US Soveeans anD Mear 1n 1974/75

InTropUCTION

This report reviews the world oilseed situation for the
purpose of determining foreign aemand for US soybeans and
meal in the 1974/75 marketing year (MY 75)*. The US soybean
crop in 1974 was about 21% smaller than in 1973 while expofts
of beans and meal are forecast by USDA** to decline by only
9%, Such a level of export would considerably reauce the US
carryover of soybeans, as well as the amount available for
domestic use.

.Any forecast cf the 1974/75 supply/demand for US soybeans
and meal mast be very tentative, World sﬁpply and export
availability for soybeans include harvests several months
away in the Southern Hemisphere. In addition, the market for
soybeans is influenced by the availability of a number of
other major oilseeds, as well as fishmeal and copra. On
the demand side, mofe uncertainty than usual is resulting
from the economic downturn in major consuming countries,

including the US.

1 " The 1974/°5 marketing year for soybeans extends from

1 September 1974 through 31 August and for meal 1 October -
30 September.

** References to USDA estimates in this report pertain to
those by the official Supply and Demand Estimates Committee
of 17 January 1975 or thcse used during the National Outlook
Conference in December 1974.
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PriticipaL FInDINGS

9Reported foreign sales of US soybeans and meal for
MY 75 were grossly exaggerated last summer and fall
by grain brokers as insurance against possible US
export controls.

®Much of the excess reported as sales to three
countries —-- the Netherlands and West Germany for
both soybeans and meal, and Japan for soybeans -- is
likely to be postponed or cancelled.

9Since last fall the soymeal market has deteriorated
because of the slump in demand for meat world wice
causing a buildup in meal stocks to undesired levels.
Import demand is up only for Eastern Europe.

OThe demand for soy oil aiso has been weakened by
competition from other oils -- particularly palm oil.
Crushing has been reduced and oilseed stocks have
accunulated.

®We estimate that US sovbean exports will fall near
the lower end of USDA's export range of 12.5 ~ 13.3
million tons.

®Soybean meal exports also will be lower bv 1/2 to
1 million tons than the 5 million tons estimated
by USDA.

®US stocks of beans on 1 September 197% are likely
to exceed current USDA estimates and could approximate
4 million tons.

®Prices of soybeans are likely to trend downward for
the next few wmonths but meal orices are exne=cted to
fluctuate around current levels.
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WorLp O11LSEED PRODUCTION

1. World productioh of soybeans in 1974 is currentiy
estimated* by USDA at 51.2 million metric tons, 12 percent
pelow the record 1973 crop of 57.9 million tons. This
decline reflects a 214 drop in the US crop, to 33.6 million
tongjcaused by a 6% decline in harvested acreage and a 15%
drop in yields due to poor weather. Despite this decline,
the US slipped only slightly from its usual role of accountirg
for at least three-quarters of the world production and exports
of soybeans and meals. (Table 1)

2. The sharp decline in US soybeaﬁ prbduction was only
prrtially offset by larger soybean production elsewhere,
particularly in Brazil. Brazil's output ijpea nearly 2.5
million tons to about 7.5 million tons in 1974, and uncfficial
estimates of the 1975 harvest (during April and May) range
between 3.5 and 10 million tons; at present we estimate
output will be about 9 million tons. Argentina is following
Brazil's pattern of expansion of the early.1260's with a 1974
crop of 475,000 tons compared with 272,000 tons in 1973.
Paraguay and Columbia, while still minor producers,

alsd increased their acreage. France began soybean production

*Reflects final estimate of the US 1974 crop released on
16 January 1975.

-
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- TABLE 1

WorLD PRODUCTION AND EXPORTS OF SOYBEANS AND Soy
MeaL, CALENDAR YEARS, 1969-74

(million metric tons)

Y/

us Brazil PRC Other~ World
Production
1969 30.8 1.1 6.2 2.4 40.5
1970 30.7 1.5 6.9 2.7 41.8
1971 32.0 2.1 6.7 2.8 43.6
1972 34.6 3.7 6.3 2.9 47.5
1973 42.6 5.0 6.7 3.6 57.9
1974 33.6 7.5. 6.7 3.9 ‘51.7
Exports: Beans
1969 8.5 0.3 0.5 Negl. 9.3
1970 12.0 0.3 0.4 Negl. 12.7
1971 11.5 0.2 0.5 Negl. 12.3
1972 12.0 1.0 0.4 0.1 13.5
1973 13.2 1.8 0.3 0.1 15.4
1974 14.9 2.8 0.0 0.1 17.8
Exports: Meal & Cake (Meal basis)z/
1969 3.0 . 0.2 0.0 0.0 3.2
1970 3.7 0.5 0.0 0.0 4.2
1971 4.1 0.9 0.0 0.0 5.0
1972 . "3.6 1.4 0.0 0.0 5.0
1973 4.4 1.6 0.0 0.0 6.0
1974 3.1 2.2 0.0 0.0 7.3

1/ Mainly Argentina, WSSR, Indonesia, and South Korea
2/ Meal is eguivalent to about 80% of the weight of the crushed
beans.

—— -4 -
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in 1974 with an estimated crbp of 9,000 tons. The 1974
Soviet soybean crop is estimated at 500,000 tons, a 16%
increase over 1973, reflecting further recovery in yield.
Although the absolute size of soybean production in the PRC
is not known, there is general agreement that preduction

in 1974 changed little from that in recent years,

3. Helping to offset the decline in world soybecn
preduction this year is an estimated 4% increase in world
output of other oilseeds. (Table 2} Combined with sovbeans,
world pr~duction ¢f oilseeds (and fishmeals all combined on
a soybean meal basis) in 1974/75 is foreéast at 61.5 million
tons, or only 7% less than last year's record. Iﬁ addition
té the soybean estimates discussed above, this forecast
is based on the following assumptions:

* 1975 Peruvian fishmeal output of 1.5 million tons
nearly 600,000 tons more than 1974 on a soymeal basis.

® 1974 Soviet sunflowerseed production of 6.75 million

tons, yross basis, or 200,000 tons less than a year
earlier in terms nf soybean meal.

® 1974 Indian peanut crop of 5.0 million tons, down
260,000 tons (soybean meal basis) from last year,
offset by an increase in Nigerian peanut crop.

4. From 1965 through 1973, world consumption of

oilseeds (and fishmeals) apparently increased on the average

of slightly more than 2 million tons annually. Thus, a 7%

-~ FOR OFFICIAL USE gy
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TaBLE 2

EstivaTep WorLD PropucTion oF SeLECTED OILSEEDS
AND FisH meaLs (IN MEAL EquivaLenTd/), Cropr Years 1973-752/

- Percent Change

- Million Metzic Tons 1975
: 1872/73 1973/7+ 1971/75 1974
‘' 7Total 56.1 66.1 61.5 -7
! Soybeans 35.5 43.3 37.8 =13
i us 28.5 34.4 27.8 -19
! Brazil 3.7 5.1 6.2 +22
’ Other 3.3 3.8 3.8 0
4 Other than Sovbeans 20.6 22.8 23.7 +4
i Peru (fisn) 6.6 1.6 2.2 +38
? - Other fish 4.5 4.6 4.8 +4
/ India (peanuts) 1.3 1.9 1.6 -1l6
i - Nigeria (peanuts) 0.4 0.1 0.4 +300
“ Canada
. rapeseeds) 0.5 0.4 c.4 0
i USSR (sunflower) 1.6 2.3 2.1 -9
All others3/ 11.7 11.9 - 12.2 +2

Source: USDA 1975 Outlook Conference

‘.- 1/ Expressed in 44% sovkcan meal ecuivalent, calculated from
assumed extractions rates and applied to the gertion of the crop
available frecm crushing and/or expert and not actual crushing.
Since USDA prepared this table in December, the US soybean outout
: ! has been revised downward slightly and Peru's 1974 and 1975 fish
g ﬁ catch has been revised downward because anchovy f£ishing season
i was terminated early in December 1974. This would be offset, however,
’ by the revision upward of Brazil's estimated soybean production to about
9.million tons.
2/ Includes Northern Hemisphere crops harvested in the secord half
of the first year stated, ccmbined with estimates of Southern Hemischere
crops harvested in the first half of second vear stated.
g/ Including cottonseed, linseed, copra, and palm kernals.
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or 4.6 million ton decline in world production could
indicate a tight situation depending on th much of the

10 million tcn increase in 1974 was added to world stocks
and how much world demand for oilseed products wiil decline

because of the current recession.

US SuppLy/DEmaND SITUATION

5. 1In recent years, of the available supply of US

soybeans about one-third has been exported, (Table 3) one
half has been crushed, and the remainder used for seed,

feed, and carryover stocks. The crushed beans result in
about 80% meal of which abuut one-third has been exported,

and 18% oil.

SOYBEANS

6. During MY 74 US exports of soybeans increased by

14% to 14.8 million tons. On 17 January USDA forecast that

T T T T TG @ AR s mr——— g e e .

exports in MY 75 will decline to about 12.9 million tons
(nid-point of USDA range 12.5-13.3 miilion tons). As of 2 February,
MY 75 SOES*amounted to 17.1 million tons (iLcluding nearly

1 million tons to unknown destinations). One factor that

tends to support the USDA estimate is that actual export

shipments from 1 September through 2 February 1975 were

2 moving at a projected annual rate of only 12.7 million tons,

still well within the USDA range. (Figure 1). Another

*Shipments pPlus outstanding export sales.

| © FOROFRICAL SE D1y
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indication that S0OES is urrealistically high is

that cancellations of outstanding
export contracts are exceeding new export sales -- by
about 544,000 tons during December and 400,000 tons in
January. This situation results frca the fact that
prospects for a poor US crcp cduring the su——er of 1974
caused major world izpcrters of US soybeans and neal
to over-buy and US exporters to overbkook (thke so-called
insurance policies) for »Y 75. During the _211, US
traders reported that they sected a hich level of
cancellations. We huve learned that so-called "firm
contracts®™ for interpationzl sales have Iittle meaning;
comnodity firms can chance contract conditions, even for
contracts with firn prices, quality specifications, etc.,
at any time by sutual agreezent.

SovBeAy MEAL

7. During MY 74, 22.3 nillion tons of soybeans were
crushed in the United States, resulting in 17.8 nmillion tons
of meal. The amount crushed increzsed by 14% over the volune
during the previous year, partially because of the strong
export denand for vegetzble oil. EZxports of meal increased
to 5.0 million tons in MY 74, up from 4.3 million tons the

previous year. This Year the crush is expected to be 9% lower

- 8 -
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TABLE 3

US SoyeeaNs AND SOYBEAN MeaL: SuppLY AND DEMAND

(millior. metric tons)

N Percent Changel/

Mid-point of 1974675
973/74

1/ Computed from unrounded dhnunuaﬂﬁnﬂﬂddﬁuxt

1970/71 1971/72 1972/73 1973/74 1974/175 rangoe

Soybeans
Supp! 37.0 34.7 36.6 44.2 38.3 =14
RLU-P,, beginning

(1 Scptember) 6.3 2.7 2.0 1.7 4.7 +187
Production 30.6 32.0 34.6 42.6 33.6 -21
bisappearancos 34.3 32.8 34.8 39.6 35.5 :19_
Crush 20,6 1977 197¢ 2273 2007 -8
Goed, feed, ro=-

sidiual 1.7 1.8 2.2 2.5 2.2 -13
Exports l1.8 11.3 13.0 14.8 12.9 =13
Carryover, 31 August 2.7 1.9 1.7 4.7 2.7 -42
Soybean Meal
Supply: 16.5 15.6 15.3 18.0 16.6 =8 '
SLOCKS '

(1 October) 0.1 0.1 0.2 0.2 0.5 +173
Production 16.4 15.4 15.2 17.8 16.1 -9
Disappearance: 16.3 15.4 15.2 17.6 16.1 =8
Domestic dlisap- 25X1A9

pcarance 12.2 12.0 10.9 12.6 11.2 -11
Exports 4.1 3.4 4.3 5.0 5.0 4d 0
ICarryovcr. 30 Scpt. 0.1 0.2 0.2 0.5 0.5 +3
SdC?E:—-_E§BXT Agricultural Supply and Demand Estimates, 17 January 19
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because of a slump in dcmestic demand for meal. While usDA
expects donestic consumption of meal to decline by about
10¢, foreign demand is forecast at last vear's levgl of 5.0
million tons. Export shipments through 2 February 1975 moved
at an annual rate of only 4.2 millinn tcns, even though SOES B
still stood at 8.9 milliorn tons. The eXport rate increased
in January (Pigure 2), with about 400,000 tons exported
during the month. Cancellations during the month reduced
outstanding export sales by another 600,000 tone —- another
indication that reported export sales “or meal stilil are
unrealistically high. |

STOCKS

3. Because of the excellent 1973 soybean crop ard
despite the high level of bean exports and dcmestic crush
during MY 74, the US added 3 nillion tors of beans to carry-
over stocks on 1 September 1974 for a total of 4.7 million
tons, compared with only 1.7 nillion tons - only a 2%k week
supply -- a year earlier. While a stock of 4.7 millien tons
is considerably less than those in the late 1960's of
6 to 8 miliicn tons, it is nmore than adecuate. USDA forecasts
that bean stocks will be drawn down to 2.7 million tons by
the end of “he current marketing year if both domestic and

export demandas arz as large as now projected.

- ]l -
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8, Stocks of meal, which are normally small because
mzal does not store well, were built to a burdensome level
of 500,000 tons by 1 October 1974 because of the large
crush and a decrease in domestic consumption of meal during
1974. Since 1 October a continuing sluzp in domestic demand
for meal and slowing rate of expcrts has caused soybean
processors to sharply cut their crushing rate. However,
USDA forecasts no change in the meal carryover by the end

of thir marketing year.

Q§DA ExPORT PROJECTICKNS VS THOSE FROM OTHER SOURCES

10. A comparison oZ USDA's projection of US soybean
and meal exports for MY 75 with similar projections by
private companies involved in sovbean trade shows a re-
markablé similarity between the estimates. 1In fact, a
chronogical tabulation of the projections indicates that
most private companies do little independent estimating
and in most cases simply use USDA estimates.

1l. The only significant exception were estimates
made by 0il World, a West German information service. In -
October its estimate of US soybean export volume was
placed at 12.4 million tons, 10% below USDA's October
estimate and soybean meal at 6.2 million tons, 11% above

USDA's estimate. These estimates indicated that the total

FOR OFFICIAL USE ONLY
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volume of soybean and meal exports, when combined on a
soymeal equivalent basis, would approximate those of USDA.
In December, however, 01l VWorld indicated that its‘0ctober
estimates of US exports were probably too high, but did not

give revised estimates.*

Demanp For US Sovssans sy MAJOR InPorTERS, 1Y 75

12. During the past two markxeting years, the EC-9
have taken more than 45% of US soybean exports, with the
Netherlands and West Germany being the major buyers. Nearly
70% cof the soymeal exports also went to the same area, with
West Germany, France, Italy, and the Netherlands being the
major buyers. Spain is also an inportant customer for
soybeans and Japan ranks with the leading European buyers
of beans, although the volume decreased last year. Most
of the increase in 1973/74 bean imports took place in
Western Europe, PRC, and Mexico, while the increase in meal
imports occurred in Western Europe and small importers in
Latin America and Asia.

13. Por the current marketing year USDA predicts that
exports of beans will decrease by 12% while meal exports

will remain the same as 1973/74. (Table 4) The decrease

in bean exports is expected to result from 6% less going to

* See the annex for 0Oil World estimates of the world oilseed
and meal situation for MY 75.

- <« 14 -
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, TaBLE 4
US SovybBean AND MeaL ExPorTs, BY DESTINATION,
1973/74 anp 1977/75 ESTIMATES

(MILLION METRIC TONS)

Us
Other Westexrn Europe
Eastern Europe
Japan )

ther Asia
Canada
Western Hemisphere
Other

Total

Soybecans Soymcal
1973/74 Estimate  SOELS (as of 197 3/74 Estimates SOES (as of
- 1974/75 2 Feb, 751/ 1974/175 2 Feb., 751/
6.97 . 6.53 9.00 3.06 3.00 5.48
1.55 ©  1.52 1.57 0.31 0.34 0.09
0.15  0.14 0.21 " 0.84 0.99 1.21
2.69 . 3.13 4.02 0.12  0.02 0
' 0.14 0.13 0.02
0.36  0.30
0.23 0.50 0.48 0.37
3.02 1.31 1.07 0.28 0.04 0
14.75 12.93 16.10%/ 4.99 4.99 7.172/

‘:7 Shipments plus outstanding export sales

2/ Known destinaticns only.

Unknown destinations plus transshipments through Canada

brings the totals to 17.15 million tens of soybeans and 8.9 million tons of meal.
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the EC-9 and a cut of 50% in exports to other minor countries.
These reductions would more than nfifset a considerable increase
in the volume of beans going to Jagai.

Tue EC anp Othzr West European CoUNTRIES

14. Table 4 also indicates that a large share of the
excess 1n the SOES over the USDA predicted exports occurs in
EC-9. Reported sales to the Netherlands and West Germany
account for more than 1.5 million tons oI the soybear. excess
aind all of the soymeal excess, while reported sales to Japan
account for about 1 million tons of the excess for soybeans.
Some of the SOES reportedly going to the two EC countries
represent transshipzents through those countries to other EC
countries and to Zastern Europe and possibly the USSR. The
limited data available on the volume transshipped in recent
Years indicates, however, that such transshipments ~culd
account for only a small share of the excess.

15. oOfficial US reporting and 0il Wworld are éhe only
recent sources available for estimating demand for US soybeans
and meal in Europe. Dutch officials told a special USDA team
in early December that stocks of soymeal in the Netherlands
were large, prices low, crushing margins very thin or negative,
and prospects for early improvement were dim, at least during

the next 3-4 months. The o¥ficials also stated that USDA

«~ l6 -

FOR OFFICIAL USE QALY

Approved For Release 2001/12/05 : CIA-RDP86T00608R000600010020-4 ...... .



FOR UHFIOIAL or Lk
Approved For Release 2001/12/05 : CIA-RDP86T00608R000600010020-4

- - Ve v

estimates of US soybean and meal exports to the Netherlands
in MY 75 were sémewhat high (2.9 million tons of soybeans
vs. 2.8 million tons in MY 74, and 345,000 tons of meal vs.
280,000 tons in MY 74). Reuters News Service ilso reported
in November that demand for ccmpound feed in Northern

Europé had declineé by 15-20% curing the previous six months,
due to its high cost and the reduced profit in the livestoék
market. On the other hand, West Cerman oZficials said in
Novenber that the USDA estizmates Zoxr their countr? might
slightly understate their cdemand. Also official projections
in Novenber of Spain's sovbean needs were a little higher
this year than last vear's actual ipports, therefore about
equal to the USDA estinzate.

16. Oil World@ in recent months has seen the recession
affecting demand for both oil and meal in the EC. 1In
December they predicted consumption of meal in Western
Europe as a whole would decline by 3-4% this markéting year.
In January they indicated that thz demand picture céntinued
slack and that an uoturn would have to cone in the form of«:

°persistent verv cold weather in Europe and

Anmerica, which would cause a shifit £rcn pasture

and hay to corcound Zeeds, or big Soviet/East

European meal purchases;

°Reappearance of El Nido, which dramatically
cut Peruvian fishmeal output Zor several years;

17 «
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°An increcase in world-wide cdemand owing to

the very att:actlze price relationship vis-a-vis

grains ccuplci with a proscective shortage of hay

and other roughage in the spring.
0il World believes the latter situation has the best chance
of coming about, yet prospects for that are poor because
the numbers of pountry and pigs. major consumers of oilzeals,
are declining "sizeably to sharoiv" in %Western Europe ard
North America. 1In gereral, however, 0Oil ¥World is not ruling
out an improvexment in the general world economic situation
by the middle of 1975, mainly because of. the strong counter-
measures being initiated in the US and West Germany. Yet
a delay until mid-year would have little impact on demand
in this marketing year.

17. Thus, it appears cuite certain that SOES,
which far exceed last vear's a;tual expcrts, are completely

unrealistic for the EC during MY 75. Even those estimates

of USDA that are gquite near last year's volume may be hich.

EasTeERN EuzopPe A%wD THE USSR

18. Crushing capacity li=its Eastern Europe's imports
of oilseeds, but the area has been an expeanding market for
meal. In December 0il ¥World forecast that MY 75 soymeal
consunption would increase by 10-11% in Eastern Europe and

by 8-9% in the USSR due to rapidly expanding animal numbers,

o « 18 -
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One US soybeazn exporter's Newsletter described Eastern
Furope as the only bright spot in the marketplace for
meal. There have been persistent rumors in the trgde that
the USSR has made large purchases of meal th ough kestern
Europe. So far, there is no evidence that the USSR will
import US soyzeans or neal this marketing year, despite

a poor dcnestic sunilower seed crop and bargain prices for
US soybeans.

19. USDA's estimate that meal shirments direct to
Eastern Zurcoze in MY 75 will be nearly 1 million tons, up
from about 850,000 *ons in each of the past two years.
Eyport shirments so far in MY 75 have heen in line with the
estinate and Zx=rbassy repor:ting in.January 197S~generally
supports the estizmate. SO0ES as of Q}ﬁixﬁarx;exceeded the
estimate by atout 209 , but there is scme evidence that
contract canrcellations can be expected. O0il World reports
that in Hungary the numbers of pigs and pountry have been
reduced sharply since mnid-1973 and stocks of meal apparently

are large. The saxme situation probably could have developed

ir; other East Zuropean countries as meat export prospects have

detericrated.

- 19 -
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22. No unexpected purchases of US soybeans and meal
appear possible froa areas of the world not discussed above,
and USDA's estimates for such areas seem reasonable. ' In

total we would estimate that US soybean exports to all countries
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during MY 75 will reach 12.5-13.0 nilli>n tons and that
soymeal exports will probably be in the range of 4.5-5.0
million tons. Por soybeans, our es*imate falls in the lower
end of the USDA range, but for soymeal, our estimate inplies
a level possikly 10% below the lower end of the USDA range.
We feel that demand for soymeal is likely to continue slack
in Europe —- both East and West -- forcing more cancellations

of contracts than are now anticigated.

Price TrenDS

23. Prices in the soybean coaplex have declined sharply
since October and oil vrices, =2lthough declining, are still
relatively hich (Figure 3). Oil continues to account Zor a
disproportionate share of the value of the beans. In May and
June 1974, poor prospects for the US crop and commolity
speculation caused a steep rise in soybean prices, particularly
for oil, supplies of which had been tight for nearly two years.
Meal prices were also pulled up, but not as much as for oil
because of dep.essing factcrs in the market -- weakness in meal
demand resulting £rom the world surplus of meal and large oilneal
Iinventories built up by the continuing crush of beans to meet
0il demand. The decline in soy prices since October 1974
reflects the inmpact of the world economic slump on demand,

the retreat from excess agricultural commodity speculation, and

-2 -
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pressurce from ccmpeting o0il supplies in the world narket --
particularly frow palm oil. O0ii and meal users are also
paring inventories accumulated at higher prices and delaying
forward buying in anticipation of lower prices. |

24. Given the present outlook for a larger US crop
this year, soybean prices will continue to fluctuate downward

unless unexpected demand Cevelecps in the world market. Prices

‘for meal, however, are not: expected to go nuch lower. Meal

prices are now extremely attractive, which could'bri:g
unexpected purchases froa the USSR, Eastern Europe, or the
Middle East, and cive much strength to the meal market.
Until the meal market inrroves, however, there cannot ke
much change in price relaticnships within the soy complex.

25. 01l prices may soften further in the short term
but the cut hack in crushing both in the US and abroad in
recent months is reducing stocks. If oil prices decline
further, and if US farcers continue to hold beans as they
have since the fall harvest, crushers, who have been depending
on oil as a source of more than 50% of their revenue (ccapared
with a normal 30-40%), will again cut back the voluzte of
bear.” crushed. Crushing margins fell to an average of about
15 cents a bushel in the past three months, compared with

an average of 80-90 cents a bushel during the previous two

-
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marketing ycars. In mid-February crushing margins were
reported to be negligible and major crushers were
drastically reducing operations. With rceduced o0il and meal

supplies, prices of both may become more sensitive to world

denand and 1975 crop prospects.

<« 24 -~
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26. 0il World presents comprehensive estimates and
analysis of the world demand/supply/stock situation for
oilseeds and meals.* Data from its December 1974 sSemi-
Annual Repo.'t are summarized in Tables 5 and 6. These
data indicate that the world soybean situation probably
will not be nearly as tight as USDA forecasts for the
following reasons:

°Froduction of other onilseeds this year will

compensate for the decline in US soybear production,

and combined with large beginning stocks this year
the total supplies available in MY 75 are nearly
equal to those of last year.

- °Disappearance of all oilseeds are likely to be
reduced this year owing to large carryover stocks
of meal, relatively low meal demand, and poor
crushing margins.
°Soybean crush will be reduced more than other
Oilseeds because soybeans’ yield more meal and less
o0il than any other oilseed.
°Major world stocks of oilseeds, particularly
of soybeans in Brazil, are likely to be much larger
on 1 September 1975 than they were a year earlier.

27. 0il World in December forecast that ending US

soybean stocks will be 3 million tons, conpared with USDA's

*Data on the amount of high protein meal actually produced

from the world supply of oilseed and fishcatch are not
systematically compiled or publiished by the USDA. Aas noted

in the footnote to Table 2, USDA data on world production

of oilseeds and meals are "not actual crushings"; instead

the data expresses in scybean meal equivalents the amount of
Oilseceds grown and fish caught each vear. The total amount
actually crushed could be different, however, when stockpiling
trends are considered. Neither does it appear that the USDA
compiles data carryover stocks of oilseeds on a world basis.

-25 -
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Annex TaBLE 5

01LsEeDS: WorLD SuppLY/DEMAND
“SITUATION FOR MaJor O1LsEEDSL/

Percent ChangeZ/

Million Metric Tons 1974/75
1972/73 1973/74 1974/75 1973/74
ALl 0ilseeds3/ . o . - -
Beginning stocks3/
(1 September) 6.0 4.7 8.9 +91
World Productioni/ 110.1 124.1 118.9 - -4
Total Available 116.1 128.8 127.8 -1
Disappearance 114.4 119.9 118.4 . -1
Ending stocks 4.7 8.9 9.4 +6
of which:
Soybeans: )
Beginning stocks
(1 September) 3.4 3.3 7.5 +128
Production 51.8 63.0 57.0 =10
Total Available 55.2 66.3 61.5 =3
Disappearance 51.9 58.8 56.4 -4
Ending stocks 3.3 7.5 8.1 +8
Other Than Sovbeans
Reginning stocks o
(1 Septenmber) 2.6 1.4 1.4 +4
Production 58.4 61.2 61.9 +1 i
Total Available 61.0 62.5 63.3 +1
Disappearance 59.6 61.1 62.0 +1
Ending stocks 1.4 1.4 1.3 -8

Source: Oil world, Semi~Annual Report, December 1974

1/ Excludes fishmeal

2/ Computed from unrounded data

3/ Includes stocks of soybeans in major producing and importing
countries, US cottonseed, Indian and US peanuts, Canadian
rapeseed, and the US, Canadian, and Argentina linseed. ™%

ﬁ/ Includes all major producers of main oilseeds, copra, and palm
kernals. ,

5/ 1Includes US, Brazil, China, and other countries.
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Annex TABLE 6

O1eMeacs:  VWorep SuppLY/DeEnaND SITUATION
FOR INAJOR Orumears (Raw PROTEIN BASIS)L/

Million Meiric Tons Percent Change2/
Estitete 1974 /75
1972/73 1973/74 1974/75 1973/74
Beginning Stocxs
(1 October) 1.0 Q.9 1.4 +69
World Production 27.5 30.4 29.8 -2
Total Available 28.5 31.3 31.3 _o
Disappearance 27.6 29.8 30.2 , ‘ +1
Ending Stocks 0.3 1.4 1.1 ) -26

Source:

Oil Wwerid, Semi-Annual Reprort, December 1974 p. 6

1/ Incivces Zishmeal. Data for soybean meal is not presented
separatelyv. .
2/ Computad iren unrourded data.
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November cstimate of 1.6 million and January estimate

of 1.9-3.5 million bushels. 0il World also expects that
Brazil will have more than 4 million tons of beans remaining
on 1 September 1975, assuming the current forecast of the

1975 harvest amounts to 9.5 million tons. In any case,

the extremely low world demand for soymeal causes 0il World

to predict that "There will be no shortage of soybean supplies

nert autumn..."” USDA does not publish an estimate of Brazilian

i soybean carryover.

23. We agree with 01 World that soybean stocks will be
larger on 1 September this year than the previous year because
of Brazil's larger crop. However, if the cut-back in crushing
in major processing countries causes vegetéble éil supplies to
become tighter and oil prices to turn up again, Brazilian
bean stocks could be drawn down.quite rapidly this year before

the next US crop becomes available.

CIA/OER
20 February 1975
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